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Introduction 
 
In the wake of the deregulation of the airline industry since the 1980s, there is now a 
new history of airport privatization around the world that is continuing with the 
proposed privatisation of American airports. The process has been driven by neo-
liberal philosophies interlinking the desire for greater competitiveness, efficiency and 
growth with massive investment requirements in infrastructure beyond the scope of 
the public purse. The result has been an inexorable increase and diversification in 
airport commercial activity as operators seek to maximise returns on investment. A 
new urban landscape has emerged over the last two decades as airports have evolved 
from specialised transport hubs to mixed activity centres of increasing regional 
significance. 
 
One of the challenges of privatization has been the shift of a public icon – the city 
airport – to a privately run operation. The concepts of the public interest and public 
value are germane to the political processes that have framed the privatization of 
airports. Private operators are adamant that diversified landside revenue is required to 
maintain the quality of airside service and infrastructure, keep aviation charges down, 
and return dividends to shareholders. But public interest questions surround the 
commodification of public assets. In addition, the roles of corporate, government and 
citizen obligation have shifted and the transition has created conflict in a number of 
Australian capital cities.  
 
The purpose of this paper is to review the recent Australian experience. A series of 
long term leases for Adelaide, Brisbane, Canberra, Darwin, Hobart, Melbourne, Perth 
and Sydney airports has been progressively sold to private corporations and consortia. 
Although air traffic control and safety remain primarily public responsibilities, the 
onus for airport development including major infrastructure provision and 
maintenance has shifted completely to commercial interests. Three key issues are 
explored. One, the planning process for and around airports has been fractured 
between state and federal control, whereby airport land effectively remains a national 
asset (albeit privately managed) but insulated from state and local planning controls. 
A growing concern has been new owners seeking to improve income generation by 
diversifying landside operations with non-aviation development such as retail centers 
which are not necessarily sanctioned by local planning controls or strategic regional 
policies. Secondly, the role of the federal regulator has changed from 
ownership/managerial to planning and policing, and it is struggling with a new regime 
of airport master-planning and the surrounding land use controls. The third element 
concerns challenges for both public and private interests in the wider community. 
These relate not only to familiar issues of noise, traffic, and safety, but also conflicts 
with other private investors who find themselves in competition with airport 
businesses sanctioned by a different approvals regime. Overall, the Australian 
experience highlights the historically poor integration of airports into metropolitan 
and regional planning.  
 Planning Australian Airports: Moving from Public to Private Blackholes 
 
Airports have been privatized world-wide over the past two decades and a 
considerable literature has followed this trend with respect to the changes in 
operational efficiency and ownership regimes. The manner in which airports have 
been privatized and the policies under which they are planned, of course, varies across 
countries.1 Detailed accounts of the privatisation of Australian airports are available 
from a variety of sources.2 The purpose here is to provide a general overview of the 
process as a means to introducing the planning process.  
 
In Australia, a similar privatisation process occurred where, prior to the 1980s, all of 
the major airports were owned and operated by the Commonwealth (federal) 
government. The shift to transfer operational control and fiscal responsibility from the 
federal government started with the 1958 Aerodrome Local Ownership Plan (ALOP). 
This strategy was devised to transfer the ownership, operation, and maintenance 
responsibilities of local service airports to local authorities for no cost and a grace 
period of financial support. The Commonwealth gradually divested itself of the 
responsibility of managing smaller local airports by turning them over to local 
councils (free of charge) and paying for infrastructure and maintenance over an 
agreed period of time. By 1981, the Commonwealth government was responsible for 
436 aerodromes eligible for assistance, in addition to managing 81 civil airports. The 
ALOP was accelerated in the early eighties, and the financial assistance to airports 
was reduced as the government devolved itself of funding airports.  
 
As part of the neo-liberal reform in the Australian economy, the Federal Airports 
Corporation (FAC) was established in 1988 as part of the cost recovery strategy for 
airports to improve competition in the public sector. The FAC was responsible for 
airport planning, operation, terminals, and commercial services. The objective was to 
have the FAC operate airports as commercial enterprises, utilising the governance and 
strategic management methods of the private sector to generate profit. The FAC 
commenced with 17 airports and an asset base of $1.7 billion (Aus), and a further six 
airports were added in 1989: with only 23 airports under Commonwealth control at 
this time. The FAC was formed to make a profit from airports and the increase in 
freight and passenger movement. Several authors have noted that the FAC was 
successful in its endeavours to make airports more profitable, but the push for 
privatisation and the sale of the airport assets over-shadowed its success.3 The FAC 
lasted as interim measure to privatisation, which began in 1997.  
 
Hooper et al. (p.191) provide a chronology of the sale of Australian airports from the 
decision to sell the airports to when the new airport owners take control of the first 
sales. In summary, the privatisation process involved a leasehold arrangement rather 
than an outright freehold sale of property. This was based on a decision by the 
Commonwealth government to issue 99 year leases and still retain federal planning 
rights over the property – rather than have it succeeded to municipal control as private 
property. Thus, the new airport operators purchased a range of development rights 
with no restrictions on land use (other than compliance with the Airports Act 1996) 
and the sales team from the Commonwealth government emphasized the market 
opportunities for revenue from property development, car parking and commercial 
initiatives.4 This land use control historically fell under Commonwealth jurisdiction 
and continues to fall under the federal Airports Act (1996).  
 
The sale of Australian airports proceeded under three phases: the first phase, May 
1997, involving the sale of Brisbane, Perth, and Melbourne airports; the second, 
March 1998, consisting of Adelaide, Darwin (& Alice Springs, Tenant Creek), 
Archerfield, Canberra, Coolangatta, Hobart, Jandakot, Launceston, Moorabbin, 
Townsville (& Mount Isa); and the final phase, June, 2002, leasing the largest airport 
– Sydney. The five year process involved all the major airports in Australia.  
 
The new operators of the airports were bound by the Airports Act 1996 and the federal 
government regulations that also controlled aviation. The Airports Act 1996 provides 
for an airport master plan that has a 20 year indicative vision that is replaced every 
five years. The master plan incorporates public comment and remains in force for 
each five year period. Major development plans are required for developments at 
airports where the cost of construction exceeds $10 million and include: 
environmental impact assessments, public comment, consistency with the master plan, 
and approval by the federal Minister.  
 
A lack of integration 
The historical change in airport planning, and indeed the general transformation in the 
management of infrastructure worldwide, reflects a more fundamental shift in the 
dynamics between government, the market place and communities. This broader 
context provides a framework from which to evaluate the more “micro” changes that 
have occurred in Australian airport planning and management. The use of market 
mechanisms to supply public goods has gradually increased over the past century. 
What is relevant to planning is how such market mechanisms have altered the 
fundamental relationships between government, the public and private interests.  
 
The history of airport and urban planning continues to demonstrate a lack of 
integration between the airport and urban surrounds – and as a result, very little 
citizen participation has affected the development of airports in Australia. Rather, the 
history of airport development and planning has moved from the construct of the 
citizen as benefiting from airports as an essential element of Australian infrastructure 
– to becoming a customer of a privatized commercial service. The unique history of 
airport development in Australia has facilitated this duality. As a result, the 
privatization of Australian airports presently faces challenges in meeting the public’s 
expectations of a traditional icon, and the historical governance framework is ill 
designed to deal with increasing urban pressures around airports.  
 
During World War 2 the Commonwealth introduced maintenance grants for all 
aerodromes with regular passenger and transport services. The demand for federal 
funding increased significantly at the end of the War as many airports became 
available for civil aviation operations – and as air traffic volumes increased, 
Commonwealth Government finance was mainly directed at the busiest airports 
servicing larger aircraft.5 Thus, by 1981 the Commonwealth Government had reached 
its hiatus in the management and ownership of Australian airports (as already noted: 
436 aerodromes eligible for assistance, in addition to managing 81 civil airports).  
 
The important role airports and aviation played in the development of Post-war 
Australia impacted the cultural identity of Australians. Cultural icons such as the 
Flying Doctor service and Qantas exemplified the important benefits that the airline 
industry provided to all of Australia. The relatively small population of Australia and 
the considerable distances between urban and rural centres reinforced the need for air 
travel and suitable airports to service air traffic. Despite the significance of aviation 
and airport development to the country and Australians – the role of town planning 
and airports evolved separately. Airport planning and the development of airports 
remained under Commonwealth control and considered of national significance, 
which allowed them the freedom of the constraints of local or metropolitan planning. 
For example, airports in Adelaide and Brisbane planned within their boundaries and 
the cities planned around them; in many cases this was not a problem, as the airport 
was located 20-30 kilometres from the urban centre. However, urban growth since the 
1980s, such as in Melbourne or Brisbane, soon united the city and airport; yet the 
planning processes remain separate. 
 
The earliest Australian airport literature documented the military importance of 
aviation, however, similar to the American experience, early Australian town 
planning interest was muted.6 Sulman briefly dealt with the space demands of modern 
aerodromes as a form of specialised urban space alongside racecourses, drill grounds, 
and zoos.7 Brown et al. provided a more expansive treatment, emphasising the 
importance of physical planning, design standards, site selection, and the ‘general 
effect of an airport on the planning of a town’8 The significance and influence of 
airport site selection and its implications in determining adjacent land uses, primarily 
in relation to the impact of noise and in the interests of safety, were key aspects of this 
early airport literature. The value of adequate transport connections between the 
airport and town to ensure maximum benefit from the provision of air services was 
also recognised.  
 
The 1960s and early 1970s saw spectacular growth in aviation and airports both 
through technological advancement and the growing accessibility of air travel to the 
greater public. During this time, regardless of ownership structure, airports were 
managed as publicly owned and controlled utilities with public service obligations 
associated primarily with their transport functions, commercial and financial 
management had a low priority.9 The benefit and impact of necessary airport 
expansion plans and duplications of runways was evaluated, modelled and debated; 
and by the 1980s, airports were stigmatised as an urban inconvenience and their 
public costs versus urban impacts were questioned by government and the 
surrounding public alike.10 The expansion of the existing airport and aborted 
development of a second facility in Sydney attracted significant academic interest and 
by the 1990s the environmental and social disbenefits of airports were a major 
concern.11  
 
In summary, much of the planning of Australian airports by the Commonwealth 
Government has occurred separately from local communities for the benefit of the 
Australian public. Planning was conducted in a paternalistic “black hole” where the 
Australian public had very little involvement. The planning process for airports, in 
most cases, was an “isolated event” outside of the surrounding urban environment. In 
conjunction, urban and regional planning also ignored airports to a large degree, both 
in practice and in the literature. Where airports eventually created negative impacts 
due to environmental issues such as noise – the planning process remained disjointed, 
and issue specific.  
 
The impacts of privatization 
The mid-1980s saw fundamental policy changes towards ownership in countries 
around the world.12 Governments faced enormous pressure from tax payers to control 
deficits. State funding for airports was out of favour and airports were considered a 
‘mature’ industry with little development potential.13 The perceived drain on public 
resources motivated some national governments to undertake a variety of strategies to 
minimise loss and seek a return on decades of unfulfilled public investment.  
 
The privatization process in Australia occurred in the wake of increasing: air traffic, 
costs to manage airport infrastructure, and public reliance on flying. For example, in 
Australia (1995-2005), domestic, regional and international air traffic increased by 
annual averages of 4.6%, 4.1% and 5.9% respectively.14 In addition, while only 0.1% 
of international freight, by weight, was transported by air in Australia in 2003/04, it 
had a value of $AUD65.5b, representing 26.4% of total freight value.15 International 
tourists, whose expenditures are major contributors to regional economics, typically 
arrive by air and the presence of an airport is recognised as fundamental for the 
realisation of regional tourism and economic potential.16 Over the next decade, the 
number of international visitors to Australia is estimated to grow at 5.6% per annum, 
to reach around 10 million per annum.17  
 
This sort of growth and its implications for support services and city regions 
ultimately lies behind the rising importance of Australian airports as an urban 
phenomenon. Increasingly, airports represent a phalanx of considerations, both 
intentional and causational, when their impacts on economies, populations, trade, 
tourism, employment, industry are considered.  
 
Within this increased growth for airports, the Australian privatisation process 
occurred. The deregulation of the airline industry proceeded in parallel, and so the 
management of major airports also underwent a revolution. From 1996 FAC airports 
were put to tender in a two phase process under the provisions of the new Airports Act 
1996, and the Federal Government netted billions of dollars in the sale of airport 
leaseholds. Despite the Asian economic crisis at the time, the price earnings ratios for 
Australian airports were high because of limited opportunities to purchase 
international airports in the Asia Pacific region, the high degree of corporate 
autonomy bestowed, and the significant geographic monopoly power involved.18 
Airport operators purchased a wide range of development rights with no restriction on 
land uses other than compliance with the Airports Act 1996. As already noted, the 
government sales team marketed the investment potential and opportunity for revenue 
from property development, car parking and commercial initiatives. 
 
The introduction of commercial objectives by airport operators was considered an 
efficient way to maximise revenue, improve customer service and quality standards, 
while reducing risk and dependence on aeronautical revenue alone.19 Initially much of 
the commercialism was focussed on the airport terminal, providing an array of 
shopping facilities. More recently an emphasis has been placed on a full exploitation 
of the airport site and further diversification of business, with an expansion of airport-
linked development in the vicinity.  
 In Australia, two key issues changed in the public’s perception with the privatisation 
process: the ownership of the airports by large corporations, some of which had no 
aviation background, and the management of airport lands for non-aviation purposes. 
The corporate structure of new owners varied across the capital city airports and 
consisted of international consortiums with a wide range of shareholders.20 As Hooper 
et al. note, the sale of the airports was underpinned by at least three factors: the 
unprecedented opportunity to buy international airports within the Pacific Region, the 
degree of local monopoly power that the airports traditionally had under the Airports 
Act, and the expectations of future, land side commercial development. All of these 
factors provided a very different view of how public infrastructure should be managed 
– and how the benefits should be distributed. The privatisation of Australian airports 
was primarily an opportunity to unburden the nation from public sector funding of 
airport development, yet it has resulted in airport operators wanting highest returns on 
their investment, and they have been quick to outline expectations for the 
capitalisation of their land assets in the legislatively required master planning process. 
Airport corporations recognise that they cannot survive by landing planes, and need to 
diversify their commercial interests as means of ensuring profitability. Revenue from 
non-aeronautical sources earns airports from 60-70% of their revenues in commercial 
retail development, car parks, restaurants and hotels.21 Hence airports are increasingly 
recognised as general urban activity centres providing retail and commercial spaces 
for aviation and air transport industries, in addition to businesses and services that 
have limited direct reliance on air transport or aviation at all. As a result they become 
local area economic generators and catalysts of investment above and beyond their 
transport role.  
 Recent commercial developments at airports have been a source of conflict within 
airport regions along with more longstanding concerns about noise, traffic and loss of 
environmental amenity, often sparked by rounds of airport expansion. In essence, the 
non aviation uses are perceived as a commercial challenge to the economic activity in 
the surrounding area, and the traffic generated may put addition pressure on local road 
infrastructure. State, territory and local governments are ultimately responsible for 
making and implementing land use planning strategies, frameworks and decisions in 
their jurisdictions, but in the Australian context, they find that their powers do not 
extend over the new airport owners. The capacity of airport-lessee companies to 
provide non aviation uses on airport land was tested in the courts in Australia. It was 
argued in the Federal Court of Australia that non-aviation commercial development at 
airports, in particular the intention to develop retail shopping, ‘was or will be in 
contravention of various provisions of the Airports Act 1996’.22 All airport companies 
in Australia closely followed this court case, as it was considered a test of non-
aviation airport development and the strength of the Act to enable such development. 
The feeling was that should the application succeed in limiting development, the 
value of Australian airports could be greatly reduced.23 This protracted legal battle 
came to end when Federal Court Justice Cooper dismissed the application, finding in 
favour of airports in February 2005. The verdict highlighted the changing role of 
airports and reaffirmed the independence of airport- lessee companies to determine 
airport non-aviation land uses outside of surrounding municipal land use regulation.  
 
The changing role and identity of airport owners (as maximizers of profit for 
shareholders) and the rights to develop land uses outside of local authority controls 
challenges the construct of the citizen as a customer. At one level, many Australians 
have not adapted to the change in the ownership regime. For example, in the 2003 
Brisbane Airport Master Plan it is noted that “there is a misperception by some people 
that BAC is a semi-government organisation”.24 In addition, many individuals and 
companies have openly challenged the right of airport owners to develop non-
aeronautical land uses on airport land. The Planning Institute of Australia developed a 
National Position Statement of “Development on Airport Land” in 2006 that 
challenges the right of airport owners to develop non-aviation land outside of local 
and state land use regulations.25 With respect to this issue the Shopping Centre 
Council of Australia submitted a report to the Productivity Commission Inquiry 
(Review of Price Regulation of Airport Services) in 2006 stressing that airports have 
an “unfair advantage when developing airport land for commercial non-aviation 
purposes” because the Airports Act has fewer constraints compared to local 
government land use controls.26  
 
The key question, outside of the land development issues on airport property, is 
“Have the privatized airports improved the public use of airports?” This question is 
central to the construct of citizen as customer, and it needs to be answered at a variety 
of levels. Smith and Huntsman argue that the role of government (and in this case 
privatized services) is to create incremental value for citizens in several ways: first to 
identify the most important sources of values to constituents, second, delivering value 
and worth with respect to these identified values, and last, to facilitate investment in 
the capital asset base of the community.27 Thus, in the case of airport development 
and planning these questions need to frame the debate on the levels of how the 
customer should be satisfied and where the issues of value are created. The public 
interest needs to be expanded beyond the simple service level to a broader community 
dialogue that is tied to issues of longer term community sustainability.  
 
Challenges to Future Airport and Metropolitan Planning 
 
The history of airport planning and the role of the airport in the metropolis has a direct 
impact on the present perceptions of how an airport “ought to operate” in the public 
realm. Airports in Australia remain public infrastructure, albeit, through 100 year 
leases which allow a considerable amount of private interest to accumulate. However, 
airports are only a small part of the changes that have occurred with neo-liberal 
reform and corporatisation. Decision-making as a product of governance was 
historically easy to identify. Public office administered our lives; regulated, 
influenced and determined our actions, yet in recent times decision-making has 
shifted. The neo-liberal ethic of corporatisation, privatisation and outsourcing has lead 
to diverse and shared decision-making by actors chosen to represent public 
administration, although in reality without a public service agenda. What is the 
appropriate role of government compared to market forces in the quickening pace of 
liberalisation? There is a need to further understand and evaluate institutional barriers 
to promote effective decisions and methods of improving cooperation. It is recognised 
that in understanding the changing role of airports, frameworks of cooperative 
governance and partnership are needed, yet these can only begin from an 
understanding of how influence and power is exerted in the new models of devolved 
decision-making.  
 
The privatisation of Australian airports has posed several challenges to the planning 
community and to the regulatory bodies that traditionally planned for airport 
development. We argue that the challenges have resulted from much of the historical 
practice that has developed over the past half-century with respect to how airports are 
situated in the urban fabric. The new owners (lessees) of the airports across Australia 
have inherited a legacy of disjointed governance and an iconized public institution. 
On the other hand, metropolitan planning now has to embrace airport corporations 
that plan for profit maximization under a different planning regime. Yet the juncture 
of each system is connected through infrastructure requirements such as road and 
water links, land use compatibility issues, negative externalities both from the airport 
and from communities around the airport, and the synergies of economic and regional 
development that involves both the airport and the surrounding metropolis.  
 
At the Commonwealth level the planning challenge is becoming apparent as revealed 
in the Auditor-General’s Audit Report of 2007.28 The Department of Transport and 
Regional Services (DOTARS) is the agency responsible for regulating airport 
planning and development.29 DOTARS was also the lead agency responsible for this 
task under public management – where they developed master plans in concert with 
airports across Australia. With the privatisation of airports the role for DOTARS 
changed considerably – from managing the airport masterplanning process to policing 
the new landlord’s plans. The initial Auditor General’s report of 2004 reveals that 
there were insufficient recovery costs for DOTARS to administer the Airports Act – 
the additional administration costs were bourn by the public.30 By 2007 it was decided 
that the recovery costs could not be reclaimed due to an initial statement made to 
bidders in the initial sale of the airports.31 In addition, the challenge of administration 
lags between DOTARS and the lessees – as the federal agency learned its new role 
provided considerable challenges for both the regulator and the lessees.  
 
At the State level, only two states in Australia have legislation that deals with airports 
and surrounding infrastructure. To date, Queensland and Western Australia are the 
only two states to have drafted specific aviation state planning policy to assist local 
governments in planning and development near airports. While the intention of both 
documents is to assist local government planning, neither approach demonstrates a 
true commitment to providing local government advice for integrated airport and 
regional land use planning.  
 
At the local level, there is relatively little integration between airports and 
surrounding communities. The airport masterplan is conducted as a strategic planning 
exercise and continues to be isolated from local planning schemes. The privatization 
of airports and the rights of the airport corporations to develop airport lands, places 
pressure on both parties with respect to land use on the airport.  
 
In conclusion, the privatization process in Australia has highlighted the lack of 
integration in airport and metropolitan planning. The transfer of development rights to 
private owners on 99 year leases has challenged both the public perception and the 
planning systems with respect to the identity and role of airports in the metropolis. 
Airports are an essential infrastructure requirement to urban centers and are in their 
own right, a driving force in the economic and social development of a city. There are 
challenges to all levels of planning in Australia with the integration of effective 
planning for airports within the city-regions.  
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